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OATH OR AFFIRMATION

I, Javier Rivero , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedulespertaining to the firm of
E.S.Financial Services, Inc. , as

of December 31st , 20 14 , are ttue and correct. I further swear(or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely asthat of a customer, except as follows:

resSignatture

Title

Stateof Florida

Notary Public Countyof Miami-Dade

The foregoing instrument was acknowledged before me this 9th day of April 2015, by
This report ** contains (check all applicable boxes): Javier Rivero, ly known to me.

(a) Facing Page.
(b) Statement of Financial Condition. - Jeanne L.Friend

(c) Statement of Income (Loss). Notary

D (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve RequirementsPursuant to Rule 15c3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.
(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.
D (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

D (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**Forconditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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E.S.FINANCIAL SERVICES,1NC.
(A Wholly Owned Subsidiary of Espirito Santo Bank)

Statementsof Financial Condition

December 31,2014 and 2013

2014 2013

g Assets
Cashand cash equivalents $ 3,407,135 5,041,271
Due from broker - failed to deliver - 1,774,617
Securities owned (segregatedunder federal and other regulations), 5,999,255 5,998,380

at fair value
Income tax receivable from Espirito Santo Bank 8,010 133,972
Deposit with clearing broker 100,000 100,000
Receivable from "broker dealer and clearing organization" 137,013 -

Property and equipment, net 156,356 406,890
Other assets 148,104 467,196

Total assets $ 9,955,873 13,922,326

Liabilities and Stockholder's Equity

@ Accounts payable for Legal Services $ 281,101 272,751
Due to broker - failed to receive - 2,174,264
Accrued expensesandother liabilities 354,703 278,791
Deferred tax liability, net - 41,743

Total liabilities 635,804 2,767,549

Subordinated debt 2,000,000 2,000,000
g Commitments andcontingencies (notes 8,9 and 13)

g Stockholder's Equity:
Common stock,$ 1.00parvalue.Authorized, 10,000shares; 10,000 10,000

issuedand outstanding, 10,000shares
@ Additional paid in capital 1,990,000 1,990,000

Retained earnings 5,320,069 7,154,777

g Total stockholder's equity 7,320,069 9,154,777

$ Total liabilities and stockholder's equity $ 9,955,873 13,922,326

Seeaccompanying notes to financial statements.



E.S.FINANCIAL SERVICES,]NC.
(A Wholly OwnedSubsidiaryof EspiritoSantoBank)

Notesto the FinancialStatement
December 31,2014

(1) Organization

- B.S.Financial Services, Inc.(the "Company"or "ESFS")is awholly owned subsidiary of Espirito
Santo Bank (the "Bank").The Company is a broker-dealer registered with the Securities and
BxchangeCommission(SEC) and a member of the Financial Industry Regulatory Authority
(FINRA).

TheCompanyprovides its customers with wealth managementservices.

In October 2014,the Companyconverted most of its book of businessandbegan clearing customer
transactions on a fully disclosed basis with Pershing;LLC. In accordance with the clearing
agreement, Pershing carries the client accounts and maintains all related booksand records as are
customarilykept by a clearingfirm.The customers'funds andsecuritiesare protected to limits
provided by the SecuritiesInvestor Protection Corporation(SIPC).

(2) Summary of Significant Accounting Policies

(a) Estimates

The preparation of the financial statements in conformity with U.S.generally accepted
accounting principles(U.S.GAAP) requires managementto make estimates and assumptions
that affect the reported amounts of assetsand liabilities and disclosure of contingent assets
and liabilities at the date of the financial statement.Actual results could differ from those
estimates.

(b) CashEquivalents

The Company considers cashwith clearing broker andall highly liquid debt instmments with
original maturities of 90 daysor less from date of purchaseas cashequivalents.For purposes
of the statementsof cashflows,cash andcashequivalents include cashwith clearing broker.

(c) Securities Owned

' Securities owned are recorded at fair value in accordance with Accounting Standards

Codification (ASC) 820-10 Fair Value Measurements.The unrealized gains or losses are
recognized in earnings.

Securities transactions in regular-way trades are recorded on trade date. Gains and losses
arising from all securities transactions entered into for the account andrisk of the Company
are recorded on a trade-date basis.Customers' securities andtransactions are reported on a
settlement-datebasis.

(d) Property andEquipment,Net

Property andequipment include furniture, computer softwareandequipment,andleasehold
. improvements,and are recordedat cost less accumulated depreciation and amortization.

Additions andimprovements are capitalized.
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E.S.FINANCIAL SERVICES,INC.
(A Wholly Owned Subsidiary of Espirito SantoBank)

Notesto theFinancialStatement
December 31,2014

(e) Government andOtiser Regulation

. The Company'sbusiness is subject to significant regulation by various governmental and
self-regulatory organizations. Such regulations include, among other things, periodic
examinations by these regulatory bodiesto determine whether the Companyis conducting
and reporting its operations in accordance with applicable requirements of these
organizations.

(f) Income Taxes

The Company files consolidated federal and Florida income tax returns with the Bank.The
Company calculates its income tax expenseor benefit and settlesthe current amount payable
to or receivable from the Bank as if it files a separatetax return. Also, the Company files
separateNew York State andNew York City income tax returns.During 2014,theInternal
Revenue Service concluded its examination of the Bank'sfederal consolidated income tax
return for the years ended December 31,2009,2010,and 2011.There were no material tax
adjustmentsto the Company.During 2014,the Florida Department of Revenue began
conducting an examination of the Bank'sFlorida consolidated corporate incometax returns
for the years ended December 31st,2008,2009,2010,and2011..The Company does not
anticipate that any materialtax adjustmentswill be proposed by the FloridaDepartment of
Revenue as a result of its examination. In addition, the Company is no longer subject to
federal or state examinations for years prior to 2008 due to the expiration of regulatory
statutes.

Income taxes are accounted for under the assetand liability method. Deferred tax assetsand
liabilities are recognized for the future tax consequencesattributable to differences between
the financial statement carryingamounts of existing assetsandliabilities and their respective
tax basesandoperating lossandtax credit carryforwards.Deferred tax assetsand liabilities
are measuredusing enacted tax rates expected to applyto taxable incomein the years in

· which those temporary differences areexpected to be recoveredor settled. The effect on
deferred tax assetsand liabilities of achangein tax rates isrecognized in income in the period
that includes the enactmentdate.

The Company recognizes the effect of income tax positions only if thosepositions are more
likely than not of being sustained. Recognized income tax positions are measured at the
largest amount that is greater than 50% likely of being realized. Changes in recognition or
measurement are reflected in the period in which the changein judgment occurs. It was
determined that there were no material uncertainty tax positions that aremore likely than not
to be sustained asof December 31,2014.

(g) Fair Value Measurements

The Company follows the provisions included in Accounting StandardsCodification
(ASC)Topic 820,Fair ValueMeasurements,for fair value measurementsof financial assets
and financial liabilities and for fair value measurements of nonfinancial items that are
recognizedor disclosed at fair value in the financial statement on a recurring basis.
ASCTopic 820 defines fair value asthe price that would be receivedto sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the
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E.S.FINANCIAL SERVICES,INC.
(A Wholly Owned Subsidiary of Espirito SantoBank)

• Notes to the FinancialStatement
December 31,2014

measurementdate.ASC Topic 820alsoestablishesa framework for measuringfair value and
• expands disclosuresabout fair value measurements(note 4).

(h) Fair Value Option

Únder the Fair Value Option Subsectionsof ASC Subtopic 825-10,Financial Instruments -

. . .Overall, the Company hasthe irrevocable option to report most financial assetsand financial
liab,ilities at fair value on an instrument-by-instrument basis,with changes in fair value
repórted earnings.The Company did not apply the provisionsof ACT Subtopic 825-10 to any
instruments for the years endedDecember 31,2014.

(i) Recently Issued Accounting Standards

In July2013, the Financial Accounting StandardsBoard (FASB)issuedASU2013-11,
Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net
Operating Loss Carryforwar4 a Similar Tax Loss,or a Tax Credit Carryforward Exists.
ASU 2013-11 requires an unrecognized tax benefit, or a portion of an unrecognized tax
benefit,to be presented in the financialstatementsasa reduction to a deferred tax assetfor a
net operating losscarryforward,a similar tax loss,or a tax credit carryforward.ASU 2013-11
is effective for fiscal years, and interim periods within those years, beginning after
December 15,2014.The new standard is to be appliedprospectively but retrospective
application is permitted.TheCompany will implement the provisions of ASU 2013-11 as of
January 1,2015.The adoption will not have amaterial impact on its statement of operations.

(3) · Qualifled Securities (Segregated under Federal Regulations)

Rule 15c3-3 under the Securities Exchange Act of 1934specifies certain conditions under which
brokers anddealers carrying customer accountsarerequired to maintain cashor qualified securities
in a specialreservebankaccount for the exclusivebenefit of customers.Amounts to be maintained,
if any,are computed in accordance with a formula defined in the Rule.At December 31,2014,

. ESFS had qualified securities (U.S.government securities) with a fair value of $5,999,255in a
special reserve account (note 4).

(4) Securities Owned (Segregated under Federal and Other Regulations)

The estimatedfair value of securities owned at December 31,2014 asfollows:

2014

U.S.government securities . $ 5,999,255

FASBASC Topic 820defines fair value,establishes a frameworkfor measuringfair value,and
establishesa fair value hierarchy that prioritizesthe inputsto valuationtechniques.Fair value is the

• price that would bereceived to sellan assetor paidto transfer a liability in anorderly transaction
between market participants at the measurement date.A fair value measurementassumesthat the
transaction to nell the asset or transfer the liability occurs in the principal market for the assetor
liability or, in the absence of a principal market, the most advantageous market. Valuation

.techniques that are consistent with the market, income,or cost approach,as specified by
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E.S.FINANCIAL SERVICES,INC.
(A Wholly Owned Subsidiary of Bspirito SantoBank)

Notesto theFinancialStatement
December 31,2014

FASB ASC Topic 820,are used to measure fair value.The fair value hierarchy prioritizes the
inputs to valuation techniques usedto measurefair value into threebroad levels:

• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that are accessibleat the measurementdate.

• • Level 2 inputs are from other than quoted market prices included in Level 1 that are
observable for theassetor liability, either directly or indirectly (e.g.,quoted market prices of
similar assetsor liabilities in active markets,or quoted marketprices for identicalor similar
assetsor liabilities in markets that arenot active).

• Level 3 inputs are unobservable (e.g.,a company'sown data) andshould be usedto measure
fair value to the extent that observable inputs are not available.

The Company has assets(U.S.government securities) measuredat fair value on a recurring basis
that are level 2 of $5,999,255at December 31,2014.

The Company values its U.S.government securities following a market approach tecimique based
on quoted prices from secondary markets of U.S.government securities traded among dealers.
Market quotes are obtained from anindependent securities'pricing service company.

(5) Property and Equipment, Net

Property andequipment,net,consistsof the following at December31,2014:

Estimated
useful lives

2014 (in years)

Equipment andsoftware $ 360,892 3- 8
· . Furniture 144,214 3 - 8
* Leasehold improvements 219,895 5-20

725,001

Accumulateddepreciationand
amortization (568,645)

$ 156,356
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E.S.FINANCIAL SERVICES, INC.
(A Wholly Owned Subsidiary of Espirito SantoBank)

Notes to theFinancialStatement
December 31,2014

(6 Receivable From and Payable to Broker-Dealers and Clearing Organizations

Amounts·receivable from correspondent broker-dealer and payable to clearing organizations are
included in other assets and accrued expenses and other liabilities, respectively, in the
accompanying statement of fmancialconditionfor the yearendedDecember 31,2014:

2014

. Receivable: .
Correspondent broker-dealer $ 8,330

$ 8,330

Payable:
Clearing organizations $ 4,000

$ 4,000

Correspondentbroker-dealers execute, clear and custody transactions for the Company.
Transactionspendingsettlement andfeesfor these correspondentsare includedin other assetsand
accruedexpensesand other liabilities.

(7) Related-Party Transactions

The Bank extends credits to the Company'scustomers,subject to various regulatory and internal

requirements, collateralized by securities in the customers' brokerage accounts. The bank earns
interest income from these loans.

On January 6, 2009, as amended on December2, 2011,the Company entered into an
Administrative service and Expense SharingAgreement and certain otherBrokerageServices
Agreements (collectively, the Agreements) with BancoEspirito Santo de Investimento,S.A.,New
York Branch(BESI NY).Per theseAgreements, the Company agreedto provide brokerage services
to certain branches and subsidiariesof Banco Espirito Santo de Investimento, S.A(BESI). In
consideration for the brokerage services,the Company has requestedthat BESI NY provide certain
services to the Company'sNew York branch and office of supervisory jurisdiction, share certain
expenses,furnish the use of certain BESINY personnel asset forth in the Agreements.

On February3, 2011,as amended on November 2, 2012, the Company entered into a Broker
Services Ageement with Execution Noble Limited (ENL), a broker-dealer registered with the

- United KingdomFinancialServices Authorities located in London,England.Per the agreement,the
Company ayees to act as aU.S.broker-dealer pursuant to Paragraph(a)(3) of Rule 15a-6 of the
Securities ExchangeAct of 1934with respect to transactions in non-U.S.securities for U.S.major
institutional investors that agee to becomecustomers of ESFS.

On March 6, 2006, as amendedon January1,2014,the Companyentered into a Networking
Agreement with the Bank. Per this agreement,the Companywill pay the Bank a monthly
management fee in considerationfor certain support services provided by the Bank such as

8



E.S.FINANCIAL SERVICES,INC.
. (A Wholly OwnedSubsidiaryof EspiritoSantoBank)

Notesto theFinancialStatement
December 31,2014

administrative, technological, finance, AMIJaccount opening, human resources and Wealth
Management staff.

On August 21, 2014, the Agreement with ENL was cancelled and on September 12,2014 the
a* Agreements with BESI NY were cancelled.

A Included in the statementof financial condition are amounts duefrom/to related parties asfollows:

2014

Assets:

', Cash and cash equivalents S 398,781

Income tax receivable from Espirito Santo Bank 8,010

Liabilities and stockholder's equity:

Sulèrdinated debt $ 2,000,000
Accounts payable for legal services 194,900

(8) Commitments

The Company leasesoffice premises under a noncancelableoperating lease agreementwith a
related party,which expires in February 2019.Future minimum paymentsunder this leaseas of
December 31,2014 are asfollows:

YearendingDecember 31:
2015 $ 84,993
2016 87,543
2017 90,169
2018 92,874 .
2019 : 15,555

$ 371,134

(9) Regulatory and Legal Matters

- PotentialClaimsRelatedto ForeignAffiliate
On December 23,2013, the Companysubmitted a report to FINRA under FINRA Rule 4530 in

. which the Coinpany identified potential irregularities relating to a securitiesbrokerage account held
by the Companyfor a feign affiliate of the Company.The potential irregularities only relate to
activity within this account.During 2014, the SBC and FINRA began an investigation into this
matter which has not beenconcluded.During 2014, the SEC requestedinformation regarding this
matter from the Company andthe Bank through several subpoenas,and also requested appearances
from certain former andcurrent employees of the Company.

Claims Relatedto Commercial Paper issuedby EspíritoSantoFinançière S.A.
On September 18,2014,a customer of the Company filed a complaintin the UnitedStatesDistrict

. Court for the Southern District of Florida against the Company,the Bank and others. The matter

9



E.S.FINANCIAL SERVICES,1NC.
(A Wholly Owned Subsidiary of Espirito SantoBank)

Notes to the FinancialStatement
December 31,2014

relates to the customer's purchase of $37,500,000in commercial paper issued by Espírito Santo
FinanciereS.A.("BSFIL"),an affiliate of the Company. The commercial paper was purchased
through the Company.The complaintalleged that the defendaatsfailedto conduct appropriate due
diligence on the BSFIL commercial paper prior to the customer's investment and failed to disclose
the risksof the investment.The customerwasseekingrecovery of damages,together with interest,
costs andattorney'sfees,as well asthe return of feespaid.

On November 20,2014,the Company filed a motion to compel arbitration and dismissthe case.
Following discussions,the parties enteredinto a stipulation to arbitrate. As part of the stipulation,
the parties agreedto yoluntarily dismissthe caseandto proceed with arbitration to be conductedby
FINRA. The òourt entered the order of voluntary dismissalonJanuary28,2015.As a resultof the
order, the claims in the case were dismissed against all parties without prejudice. On March 30,
2015,thecustomerfiled itsstatementof claimwith FINRA.

On November 5,2014,another customer of the Company filed a complaint in the United States
District Court for the Southern District of Florida against the Bank.This matter relates to the
purchase by the customer of $500,000in commercial paper issued by ESFIL. The commercial
paperwaspurchasedby the customerthrough ESFS.The complaint allegesthat the Bank failed to
conduct appropriate duediligence on the ESFIL commercial paperprior to customer's investment
and failed to complywith instructionsto invest funds into a depositaccount with the Bank. The
austomeris seeking triple damages,together with interest, costsand attorney's fees. The Bank has
filed a motion to compel arbitration anddismissthe case.The customer filed a memorandum in
opposition to the Bank's motion. On March 30,2015, the court denied the motion to compel
arbitration.The matter is currentlypending.

During 2014, two additional customers of the Company asserted claims against the Company
relating to their purchase of commercial paper issuedby ESFIL.The claims relate to the purchase
by the customers of 6,000,000U.S.dollar and500,000euro,incommercial paper issuedby BSFIL.
Neither of thesecustomers hascommencedanylegalproceeding against the Company or the Bank.

The SECandFINRA are currently reviewing thesematters.

CongentOrder wiß the FDIC and OFR
On August 8, 2014,the Bank agreed to a Consent Order with the Federal Deposit Insurance
Corporation (FDIC) andthe Florida Office of FinancialRegulation (OFR).The Order requires the
Bankto develop,adopt and comply with a plan for the disposition of the Bank by way of sale or
merger of the Bank into an insured depository institution or a liquidation of the Bank.The
Companyis a wholly owned subsidiary of the Bank and is included in the plan that has been
adopted by the Bank pursuant to the Order.Pursuant to the Order,the Bank is currently seeking to
completea saleof the Bank.On March 6,2015,the Bankagreedto another consent order with the
FDIC related to BankSecrecy Act (BSA)/Anti-Money Laundering (AML).
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E.S.FINANCIAL SERVICES,INC.
(A Wholly Owned Subsidiaryof Espirito SantoBank)

Notes to the Financial Statement
December 31,2014

Other Matters
The Company is subject to other claims and legalproceedings in the ordinary courseof its business.
The Company doesnot expect that any of these claimsand legalproceedings will have a material
effect on the Company.

(tG) Subordinated Debt

The subordinated debtat December 31,2014representsa note with the Bank.On July 2,2012,the
Companyand the Bankamendedthe subordinated debt agreementto extend the maturity date until
July 2, 2016 (previously,July 2,2013) and to change the interest rate charged from the federal
funds rate to the six-month LIBOR.The six-month LIBOR at December31,2014 was0.33%.

The subordinated debt is included in computing net capital under the SEC Uniform Net Capital
Rule 15c3-1. To the extent that such borrowingsare required for the Company'scontinued
compliancewith minimumnet capital requirements, they may notbe repaid.

(11) "Eniployee Benefit Plan

The Bank has a 401(k) benefit plan (the Plan) covering substantially all of the Company's
employees.Tfie Companymatches 100% of each participant's contribution up to a maximum of
10% of annualsalary.All contributions madeby the Company to the participants'accountsvest
incrementally in the secondyear through completion of the sixth year of employment.

(4) Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule 15c3-1, which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtednessto net
capital,both asdefined,will not exceed15.00to 1.00.At Deceinber31,2014,the Companyhadnet
capitalof approximately $8,594,000,which is approximately $8,344,000,in excessof its required
minimumnot capitalof $250,000.The Company'sratio of aggregateindebtednessto net capital at
December 31,2014is 0.07to 1.00.

()) Financial Instruments with Credit Risk

In the normal course of its business,the Company enters into transactions involving financial
instruments.These financial instruments include elements of market risk in excess of the amounts
recognizedin the statementof financialcondition.In addition,risks arise from the possible inability
of counterparties to meet the terms of their contracts.

In the normal course of business,the Company enters into securities transactions with other
brokerwiealersandcustomers,which canresult in concentrationsof credit risk if these entities fail
to perform under these transactions.To mitigate this credit risk, the Company has established
procedures to monitor its outstanding transactions with, andbalancedue from,these broker-dealers
and customers.

The Company may be required,in the event of the nondelivery of customers'securities owed to the
Company by other broker-dealers or by its customers,to purchasethe securities in the openmarket.
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E.S.FINANCIAL SERVICES,INC.
(A Wholly OwnedSubsidiaryof EspiritoSantoBank)

Notes to the FinancialStatement
December 31,2014

Purchases at costs exceeding the amount owed may result in losses not reflected in the
, accompanyingfinancial statement.

(14) Income Taxes

The tax effects of temporary differences that give rise to the deferred tax assetsand deferred tax
liabilities at December 31, 2014is presentedbelow:

2014

Deferred tax asset:
• Net operating losses $ 635,277

Accrued expenses 4,864
Property andequipment,net 18,275

Total grossdeferred tax asset 658,416. . Valuation allowance (658,416)

Net deferred tax asset $ -

There was a valuation allowance of $658,416 recorded against deferred tax assets as of
December 31, 2014. In assessingthe realizability of deferred tax assets,management considers
whether it is more likely than not that some portion or all of the deferred tax assetswill not be

. realized.The ultimate realization of deferred tax assets is dependentupon the generation of future
taxable income during the periods in which these temporary differences become deductible.

. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable
income,andtax planningstrategiesin makingthis.assessment.

(la) Subsequent Events

The Company has evaluated subsequentevents from the date ofthe statementof financialcondition
through April 9,2015,the date at which the financial statementswere issued,and determined that
there are no other items to disclose.
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